VZCZCXRO2808 
RR  RUEHKSO 

DE  RUEHKO  #1552  1580817 
ZNY  CCCCC  ZZH 
R 060817Z  JUN  08 
FM  AMEMBASSY  TOKYO 
TO  RUEHC/SECSTATE  WASHDC  4853 
INFO  RUEHB J / AMEMBASSY  BEIJING  3774 
RUEHMO/AMEMBASSY  MOSCOW  2337 
RUEHFR/ AMEMBASSY  PARIS  6132 
RUEHUL/AMEMBASSY  SEOUL  9773 
RUEHOK/AMCONSUL  OSAKA  KOBE  1918 
RUEHKSO/AMCONSUL  SAPPORO  8817 
RUEHSH/AMCONSUL  SHENYANG  0641 
RHHJJPI/PACOM  IDHS  HONOLULU  HI 
RUEHIN/AIT  TAIPEI  7054 
RHMCSUU/DEPT  OF  ENERGY  WASHINGTON  DC 
RUEHBS/USEU  BRUSSELS 
RUCPDOC/USDOC  WASHDC 

CONFIDENTIAL  TOKYO  001552 
SIPDIS 

STATE  PASS  USTR  FOR  CUTLER/BEEMAN 

STATE  ALSO  FOR  EAP/J  AND  EEB/IEC 

DOE  PLEASE  PASS  TO  DOE/PI:  DPUMPHREY,  JNAKANA 

PACOM  FOR  D.  VAUGN 

E.O.  12958:  DECL : 06/05/2018 
TAGS:  ECON  ENRG  JA  PREL  RS 

SUBJECT:  TALKS  ON  SAKHALIN  2 JBIC  LOAN  NEARING  CONCLUSION 

Classified  By:  Amb.  J.  Thomas  Schieffer.  Reason:  1.4  (b,d) 

1.1.  (C)  Summary:  Discussions  on  a syndicated  loan 

package  for  the  second  phase  of  the  Sakhalin  2 natural 
gas  project  — likely  to  exceed  $5  billion  — may 
conclude  in  the  next  1-2  months  if  not  sooner, 
according  to  press  reports  and  GOJ  officials.  Company 
representatives,  however,  are  cautious  about  revealing 
any  of  the  content  of  the  financing  negotiations,  led 
by  the  Japan  Bank  for  International  Cooperation.  End 
summary . 

12.  (SBU)  The  Japan  Bank  for  International 
Cooperation  (JBIC)  is  negotiating  with  several  major 
Japanese  and  foreign  banks  to  arrange  a syndicated 
loan  to  Sakhalin  2 gas  project  operator  Sakhalin 
Energy,  according  to  a JBIC  official.  Contacted  June 
3 to  corroborate  a Nikkei  article  reporting  the 
ongoing  talks,  the  official  indicated  JBIC's 
discussions  with  possible  private  financiers  for  the 
project  were  initiated  at  Sakhalin  Energy's  request. 

1.3.  (SBU)  While  acknowledging  the  existence  of  the 
discussions,  however,  the  JBIC  official  would  not 
confirm  the  figures  mentioned  in  the  Nikkei  report  (a 
total  loan  of  $5.3  billion  with  $3.7  from  JBIC  and 
$1.6  billion  from  private  sources)  and  noted  JBIC 
continues  to  study  the  financial  prospects  of  the 
Sakhalin  2 project,  including  potential  cash  flow. 

The  JBIC  official  would  not  reveal  which  private  banks 
are  in  discussion  with  JBIC.  (Note:  The  Nikkei  piece 

identifies  possible  participants  in  the  loan  as 
Mitsubishi  Tokyo  UFJ,  Mizuho  Corporate  Bank,  Sumitomo 
Mitsui  Bank,  and  the  French  bank  BNP  Paribas.  End 
note . ) 

14.  (SBU)  An  executive  of  Mitsui  Corporation,  one  of 
the  Japanese  companies  participating  in  Sakhalin  2 
development,  contacted  June  3 was  cautious  about  the 
future  of  the  project.  He  stated  the  public  guidance 
Mitsui  had  worked  out  with  Sakhalin  Energy  was  simply 
to  note  "Final  negotiations  on  financing  are  in 
progress . " 

15.  (C)  The  loan  under  discussion  would  finance  the 


second  phase  of  construction  at  Sakhalin  2,  including 
the  pipeline  and  liquid  natural  gas  (LNG)  terminal, 
according  to  the  Ministry  of  Economy,  Trade,  and 
Industry  (METI).  In  a June  5 conversation,  METI 
Petroleum  and  Natural  Gas  Division  Deputy  Director 
Takehiko  Nagai  indicated  Sakhalin  Energy  had  applied 
originally  in  2006  for  the  $5.3  billion  loan  cited  in 
the  Nikkei  report.  The  JBIC  contribution,  he 
estimated,  would  be  about  $3.7  billion  with  the 
remainder  supplied  by  private  banks.  Nagai  stressed 
that,  despite  strong  GOJ  involvement  in  the  Sakhalin  2 
project  from  the  beginning,  the  government  has  stayed 
out  of  the  discussion  when  the  participating  companies 
have  worked  out  their  shares  of  the  enterprise. 
Acknowledging  discussions  are  entering  their  final 
phase,  he  expected  an  agreement  on  the  financing  for 
the  project  within  the  next  1-2  months  although  not 
necessarily  in  the  mid-June  timeframe  suggested  in  the 
Nikkei  article. 
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